Based on the annual data of China from 2000 to 2014, this paper applies the dynamic panel model to study the relationship between inbound tourism and foreign direct investment (FDI). Compared with previous literatures, our analysis is not limited to the study of FDI in single tourism sectors such as hotels and restaurants, but takes general FDI into consideration. The empirical results show that the growth of inbound tourism can not only promote FDI flow into the tourism industries, but also increase the inflows of FDI to other sectors. In other words, the flourished inbound tourism may have spillover impacts of FDI on non-tourism sectors. It's also indicated that the two policies of inbound tourism improvement and inward FDI promotion are complementary. Therefore, I believe coordination can maximize the effect of policies, because the two policies may coordinate with each other to achieve economic growth targets.
Introduction
With various countries slowing down the pace of economic development, China's economy has shown a new normal. Li Jinzao, the director of the National Tourism Administration, said that the new normal was to improve the quality and enhance the efficiency, that is, to adjust development speed but not diminish momentum, and to attain better quality as well as high quantity. In order to achieve a comprehensive coordination of speed, quality and efficiency, the stock adjustment and increment optimization must be combined, so that economy can shift from traditional growth point to a new one. Under the new normal, exploring and nurturing new growth pole will be the key of promoting sustainable development of economic society. Moreover, the tourism industry is becoming a new engine of economic growth under the new normal. In this context, promoting the development of tourism industry, which is called "sunrise industry", is particularly important. However, the enhancement of China's tourism is in great need of financial support that mainly comes from government funds, domestic capital and inward FDI. Due to the relative lack of domestic funds, it's imminent to speed up the introduction of foreign capital. Among factors influencing the foreign capital into the tourism industry, the number of arrivals and foreign earnings are the most critical indicators [1] . Inbound tourism facilitate not only export revenue generation but also service sector job creation through tourism-related FDI, however, has shown signs of weakness in recent years. Thus, in order to flourish inbound tourism, we must first make clear what kind of relationship between inbound tourism and FDI is and whether the inward FDI only flows to the tourism-related industries, then formulates a more effective policy according to the degree of correlation.
Since the publication of the United Nations Conference on Trade and Development (UNCTAD) (2007) report, more and more articles have discussed this
issue, but the current literature is inadequate. The primary focus in the literature is the relationship between tourism and tourism-related FDI. In fact, the development of inbound tourism will not only attract more FDI into tourism-related sectors (such as hotels, airlines and restaurants), but also indirectly promote the FDI inflows into other sectors. Thus, this paper will start from the spillover effect of tourism development on FDI to explore the relationship between inbound tourism and inward FDI by applying dynamic panel models. The conclusion reveals that enhanced international tourism may achieve economic growth targets through increased FDI inflows into tourism-related and non-tourism industries.
The reminder of this paper is organized as follows. Section 2 briefly introduces the domestic and foreign literatures. Section 3 presents a description of data and model used for analysis. Section 4 explains the empirical results. Section 5 gives conclusions and policy recommendation.
Review of Domestic and Foreign Literatures
As Premier Li Keqiang said at the opening of the BOAO Forum for Asia, the tourism is not only a service industry, but a comprehensive one, covering the primary industry, secondary industry and tertiary industry. In addition, inbound tourism can create foreign exchange and employment for a country. Despite the fact that both FDI and tourism play important roles, the research on the relationship between tourism and FDI in host country is inadequate. As is shown in the literatures at home and abroad, the existing studies mainly focus on the relationship between tourism and FDI from three perspectives. One is from the perspective of tourism industry, usually in the VAR or VECM theory framework, using Ranger Causality method to test the relationship. Conclusions suggest the long-term existence of bilateral equilibrium and the two-way causality [2] [3] [4] [5] [6] . These papers only focusing on tourism-related sector FDI (such as hotels, restaurants, transportation, etc.), but do not cover general FDI.
Secondly, some consider the FDI inflows into China's tourism from view of policy. The results show that the rapid development of China's tourism can promote FDI into the domestic tourism sectors, but these studies are restricted to qualitative analysis, not exploring the causal relationship [7] [8] . Thirdly, in the view of the spillover effects of international tourism on FDI, Akinori Tomohara, based on the relevant data of Japan, expounded this problem [9] . Yet there is still a lack of systematic research on the relationship between China's inbound tourism and inward FDI.
After briefly reviewing the literatures, we can find the existing researches are mostly based on qualitative or simple regression to examine the causality between tourism development and tourism-related FDI using time-series analysis.
There is no empirical analysis about the correlation of the two variables, let alone consider it from view of the spillover effects.
Therefore, we focus on the spillover effects of tourism development on FDI to explore the interaction between inbound tourism and inward FDI. The innovations of this paper are as follows. On the part of data, this study uses a sample of 23 countries/areas, each of which is a major FDI donor to China over the period of 2000-2014. We use panel data not yet time-series analysis. When it comes to the inbound tourism-inward FDI relationships, we draw our attention to the positive spillover effects of tourism development on FDI in non-tourism sectors, not limited to the discussion about typical tourism-related FDI. Moreover, to avoid the pseudo-regression, we choose a two-step difference generalized method of moments (GMM). This paper also uses EXCEL to deal with data and Eviews8.0 to conduct dynamic panel regression.
Model and Data
FDI has been long regarded as the engine of development, and in recent years, enhanced tourism is expected to contribute to local economic rival. Thus, it's necessary to figure out whether expanded inbound tourism mainly increases inward FDI in tourism-related sectors. However, it seems not the case, because the level of FDI inflows into tourism-related industry is not large compared to the total inward FDI in China. Rather, major recipients of inward FDI in China are sectors such as manufacturing, real estate, leasing and business services, electricity, gas and water supply, agriculture, forestry, animal husbandry and fisheries, not the tourism sector. Hence, it's meaningful to figure out whether tourism influences FDI in non-tourism sectors.
We use major FDI donor countries (regions) to China as our sample, which are also major source countries (regions). In 2014, for example, the top ten FDI enables us to make it. In this paper, the endogenous variables lagged by two or three periods are used as the instrumental variables for difference equations.
As is shown in the Equation (1), FDI it denotes the net inflow of FDI from country i to China at time t, Tour it represents the number of inbound tourists, it X is a set of control variables, and it ε is an error term that consists of δ it and μ it . Table 1 (CEPA). The corruption and fair competition terms draw attractiveness for in-vestment to China. The more inefficient the source country (region), the more FDI will flow into our country. The fairer registration for a foreign company, the host country will lure more foreign capital. Note: GDP diff is used as a proxy for differences in GDP between a source country and a host country. Factor diff stands for differences in relative factor endowments in the two countries.
Empirical Research

Panel Unit Root Test & Co-Integration Test
In order to avoid suspicious results, we employ LLC (Levin-Lin-Chu) test to examine whether these variables are stable. The results are shown in Table 3 .
At the 5% significance level, all variables were stable except for FDI and fair competition. After further examination of the first-order difference, all variables were stable at the 1% significance level, which means that all variables are I (1).
We use Pedroni Test to examine heterogeneous panel data and model. The Pedroni Test is actually a left-tail test of statistical indicator. If it's turned out to be less than −1.96, then we can reject the null hypothesis that there is no co-integration between the variables. Hence, we can find from Table 4 that co-integration is shown in the Equation (1).
Results and Explanations
The regression results for Equation (1) are shown in Table 5 . For each variable, the first row stands for the estimated coefficients and the second row indicates the standard error in parentheses. Column 1 demonstrates the results obtained with all control variables. As the regression coefficient sign is contrary to expectation, we conduct the estimation without the variable (Column 2). All variables are statistically significant and in line with economic expectations. The greater the market size of source country (region), the more FDI flows into China. The more inefficient the source country (region), more FDI will flow into our country. The more fair registration for a foreign company, the host country will lure more foreign capital.
The results suggest that inbound tourism has synergy with inward FDI. The coefficient on inbound tourists is turned out to be positive and statistically significant. As is shown in Column (2), every ten thousand visitors to China will attract $5.42 million FDI inflows. When sharing similar policy objectives, a beneficial interaction between inbound tourism and inward FDI is found. The improvement of inbound tourism enlarges the effectiveness of FDI promotion. It has been demonstrated above that the enhancement of inbound tourism will lure more foreign capital to China. It would be of interest to know whether most effects of inbound tourism on inward FDI are explained by the expanded FDI in tourism-related industries. Indeed, compared to the total FDI inflows to China, there is not so much FDI flowing into tourism-related sectors (such as transportation and services). According to the National Bureau of Statistics (NBS), the main recipients of inward FDI in China are sectors such as manufacturing, real estate, leasing and business services, electricity, gas and water supply and agriculture, forestry, animal husbandry and fishery. This means that a large part of FDI flows to non-tourism sectors in China. Thus, we make a further examination to verify that tourism impacts FDI on non-tourism sectors.
We use data on inward FDI by country and industry to support our assertion.
In accordance with the Tourism Satellite Account (TSA), tourism has been di- As is shown in Table 6 , the coefficient of tourists is turned out to be positive and statistically significant in both columns. Moreover, the effects of tourism on total FDI are estimated to be 7.5 times as large as those on tourism-related FDI.
This suggests that the increase of inbound tourists will promote FDI inflow into China. It also confirms our hypothesis that the enhancement of inbound tourism may have positive spillovers on inward FDI beyond tourism-related industries.
The large effect includes not only the direct spillover effects in tourism-related sectors but also indirect effects in non-tourism industries. In other words, with a Note: The first-and second-order correlation Arellano-Bond (AB) tests have p-values greater than 10%, which means that there is not enough evidence to support that there is autocorrelation. Additionally, the p-values of the Sargan test of over-identifying restrictions fails to reject the null hypothesis that the instruments are exogenous in any specification. ***Denotes coefficient significance at 1% level. **Denotes coefficient significance at 5% level.
growing number of arrivals from a source country (region), the increased FDI may flow into non-tourism industries. This also implies that the two policies of inbound tourism improvement and inward FDI promotion are complementary.
Robustness Test
We want to make clear whether the correlation between inbound tourism and inward FDI only exist in Equation (1 GDP it ( ) GDP jt stands for the GDP of a source country (region) i (or a host country) at time t, Factor it ( )
Factor jt is the per capita GDP, and it X is a set of control variables related to investment and trade costs. GDP sum represents the total market size of the source country (region) and host country, which has a positive pull for FDI. The square of the GDP difference reflects the size difference between the two countries (regions). When the difference is small, it will attract horizontal FDI, otherwise will lure vertical FDI. Differences in per capita GDP are used as a proxy for differences in relative factor endowments. Horizontal FDI increases with growing similarity in income and relative factor endowments between the source and host countries (regions). Vertical FDI, on the other hand, increases with the dissimilarity of factor endowments between the source and host countries (regions). GDP diff *Factor diff demonstrates the interaction of differences in factor endowments and economic size.
Results support a beneficial interaction between inbound tourism and inward FDI, as mentioned in the previous analysis. In other words, the enhancement of inbound tourism, indeed, has positive spillovers on inward FDI beyond tourism-related industries. We follow the analysis using difference GMM, where FDI, GDP-related terms, and inbound tourists are treated as endogenous. The endogenous variables lagged by two periods are used as instruments for difference equations. Overview from Table 7 , the coefficient of tourists is turned out to be positive and statistically significant in both columns. What's more, the impacts of tourism on total FDI are estimated to be 7.18 times, which is 7.5 times in 
Conclusions and Policy Proposals
This paper examines the relationship between inbound tourism and inward FDI in the framework of FDI determination. In contrast to previous literature, we have not only confirmed the positive correlation between inbound tourism and tourism-related FDI, but also found that the improvement of inbound tourism exhibits positive spillovers of FDI beyond tourism-related sectors. The results indicate that FDI in other industries needs to be included, while discussing the impacts of tourism enhancement. This means that previous studies have underestimated the policy effects of enhanced tourism, since they only focus on the relationship between inbound tourism and tourism-related FDI. In addition, the empirical results also imply that the two policies of inbound tourism improvement and inward FDI promotion may form a virtuous cycle of interactive effects, as in the case of China.
Our analysis indicates a beneficial interaction between inward FDI and inbound arrivals to China. Specifically, tourism improvement may lure more FDI into non-tourism sectors. Additionally, the robustness of favorable interactions between tourism and FDI is confirmed under different model specifications.
Thus, we can find that the two policies of inbound tourism improvement and inward FDI promotion are complementary, and that one policy amplifies the effectiveness of the other. The results are of great significance for policy making and evaluation. Since the two policies are usually formulated, implemented and evaluated independently under different government departments, policy coordination between inbound tourism and FDI should be recommended to achieve economic growth target against a background of declining global economies. In addition, the correlation degree between inbound tourism and inward FDI can be used as a reference index to evaluate whether the coordination of these two policies is effective.
The current research has some limitations. One further study is to explore whether the interactions between inbound tourism and FDI can be observed factors in other countries. If so, another potential research is to figure out the factors influence the interactions with panel data. The degree of inter action may vary with country's tourism resources. We should cover additional data on bilateral FDI and tourism in more countries to better compare cross-country differences in the extent to which policy affects each other and to make clear the conditions under which the correlation between tourism and FDI can be strengthened, which is beyond the scope of this paper.
